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The Saeima1 has adopted and the

President has proclaimed the following Law:

 On Insurance Companies and Supervision Thereof 

Chapter I

General Provisions

Section 1. 

The following terms are used in this Law, which conform to the terms used in the Law On Insurance Contracts: 

1) insurance – transfer of potential risk of loss from a policyholder or the insured to the insurer;

2) [27 March 2003]

3) insurer –  that which is recorded in the commercial register:

a) as a commercial company in the form of a stock company or a mutual co-operative insurance association, which in accordance with this Law has the right to perform insurance (hereinafter – insurance company), and

b) as a branch of an foreign insurer, which in accordance with this Law has the right to perform insurance; 

4) foreign insurer – an insurer registered outside the Republic of Latvia, which has the right to perform insurance in the country of domicile (registration); 

5) chief actuary – an official of a life assurance company who evaluates the insurance contracts entered into and the financial stability of an insurer;

6) reinsurance – the transfer of potential risk of loss from an insurer to the re-insurer;

7) re-insurer – a commercial company which performs reinsurance;

8) [27 March 2003]

9) technical reserves – in conformity with insurance contracts entered into and accepted reinsurance calculations of possible insurance obligations;

10) close links – the mutual obligations between two or more persons as:


a) participation –a person has in direct or control way 20 or more per cent voting rights in the insurance company or the person in a direct or control way has acquired participation, which includes 20 or more per cent of the equity capital or voting rights equity capital of the insurance company,


b) control, and


c) where they are linked with one and the same person by control.

11) Member State insurer – a foreign insurer, which is registered in a Member State and which has the right to perform insurance in the country of domicile (registration);

12) Member State – a Member State of the European Union or a state of the European Economic Area;

13) insurance company branch – a territorially or otherwise separated unit, which does nor have legal person status and which operates in the name of the insurance company;

14) branch of a foreign insurer – a branch of a foreign insurer established and registered in the Republic of Latvia, which operates as:


a) a Member State insurer branch – a branch of a Member State insurer established and registered in the Republic of Latvia, or


b) a non-Member State insurer branch – a branch of a non-Member State insurer established and registered in the Republic of Latvia;

15) non-Member State insurer – an insurer registered in a foreign (other than Member States) state, which has the right to perform insurance in the country of domicile (registration);

16) country of domicile (registration) – state where the management of the insurer is located;

17) state where insured objects associated with insurance risk are located:


a) a state where insured immovable property is located or property (ownership) existing therein if they are insured with one and the same insurance contract,


b) a state of registration of means of transport if any type of means of transport is insured,


c) a state in which a policy holder has acquired a policy for a time period of up to four months insuring anyone in respect risk associated with travel or official travel, and


d) all other cases, which are not mentioned in Sub-clauses ‘a’, ‘b’ and ‘c’, the state of permanent residence of the policy holder or, if the policy holder is a legal person, the state in which is located the unit to which the insurance contract applies;

18) fund participant – a commercial company which in accordance with this Law has the right to perform insurance, and branch of a foreign insurer which makes payments into the Insured Protection Fund;

19) a group of mutually associated persons – two or more persons who constitute one joint risk for an insurer:

a) because one of such persons controls another person or other persons directly or indirectly, or

b) because they are associated in such manner that the financial problems of one person may cause difficulties for another person or other persons regarding repayment of debts even though between these persons or other persons the relations referred to in Sub-clause ‘a’ do not exist;

20) control – a person has control over a commercial company if:

a) such person has a deciding influence in the commercial company on the basis of holdings;

b) such person has a deciding influence in the commercial company on the basis of a group of companies agreement; or

c) between such person and the commercial company there exists any other analogous relations to the relations referred to in Sub-clause “a” or “b”;

21) qualified holdings – directly or indirectly obtained holdings which comprise 10 or more per cent of the equity capital or of the number of stocks with voting rights of an undertaking (commercial company), which provides the ability to exercise substantial influence over the financial and operating policies of the undertaking (commercial company);


22) insurance supervision institution – a competent institution, which in accordance with the law has the right to perform the supervision of insurance in the country of domicile (registration);


23) insurance intermediary – an insurance agent, an insurance agency and an insurance brokerage company;

24) parent company – a commercial company that controls other commercial companies; and

25) subsidiary company – a commercial company that is controlled by another commercial company.

[27 March 2003]

Section 2. 

This Law prescribes the legal status of insurance companies, branches of foreign insurers, insurance intermediaries and re-insurers, and regulates the activity and supervision thereof.

[27 March 2003]

Section 3. 
This Law shall not apply to State social insurance and State guaranteed export credit insurance transactions.

[1 June 2000]

Section 4. 
(1) Insurance shall be voluntary, except for cases where otherwise specified by law. The insurer shall determine the size of the insurance premium within the voluntary insurance. The management of the insurer shall develop and approve procedures for the signing of the insured risk and for determining the insurance premiums, and shall be liable for compliance with these procedures.
(2) [27 March 2003]

(3) [27 March 2003]

[1 June 2000; 27 March 2003]

Section 5. 
(1) An insurance premium must be so large as to fulfil the obligations provided for in the insurance contract and cover the expenditures necessary for the performance of insurance.

(2) If the requirements of Paragraph one of this Section are not complied with, the Finance and Capital Market Commission has the right to request the insurer to change the specified premium rates.  

[1 June 2000; 27 March 2003]

Section 6. 
Only an insurer and insurance intermediary may utilised in their name the word “apdrošināšana [insurance] in any case and word compound.

[27 March 2003] 

Section 7. 
(1) An insurer shall:

1) perform insurance in classes of insurance specified in licences issued by the Finance and Capital Market Commission;

2) provide intermediary services to another insurer, Member State insurer and re-insurer. Intermediary services may be provided to a non-Member State insurer in accordance with the provisions of Paragraph three of this Section; and

3) carry out entrepreneurial activity that is directly related to insurance.

(2) An insurer may not:

1) carry out other type of commercial activity except for cases provided for in law and Cabinet regulations;

2) disseminate false, misleading advertising regarding its activity;

3) disclose information acquired during the course of the insurance regarding the insured and policyholder, except in cases provided for in this Law and other laws. If the information is disclosed in cases provided for in laws, the insurer shall not be liable for the consequences of the disclosure of information.

(3) An insurer may provide intermediary services to a non-Member State insurer only in classes of insurance determined as compulsory in non-Member States, if:

1) an Insured Protection Fund is established for the relevant class from which an insurance compensation shall be paid in case of insolvency of the non-Member State insurer; and 

2) the Finance and Capital Market Commission has agreed with the non-Member State insurance supervisory authority regarding co-operation and exchange of necessary information for the performance of the supervision function.

[1 June 2000; 16 May 2002; 27 March 2003]  
Section 8. 
(1) An insurer shall not concurrently carry out life assurance and insurance of other classes. This restriction shall not apply to accident and health insurance if an insurer who has obtained a licence for life assurance carries it out.

(2) An insurer who has received a licence for life assurance may request and obtain licences for accident and health insurance. 

Chapter II

Licensing of Insurers

Section 9. 

(1) An insurer may commence operations only after its registration in the commercial register and the fulfilment of the requirements of this Law.

(2) The licence for carrying out insurance shall be issued for an indefinite period of time in accordance with this Law, other regulatory enactments and procedures determined by the Finance and Capital Market Commission.

[1 June 2000; 27 March 2003]

Section 10. 
(1) A branch of a non-Member State insurer may commence activities in the Republic of Latvia after obtaining a licence from the Finance and Capital Market Commission. The branch may provide insurance services only in the classes of insurance indicated on the licence.

(2) A licence shall be issued if:


1) the non-Member State insurer conforms to the following requirements:



a) it is entitled to provide insurance services in the country of domicile (registration) in accordance with the laws of the relevant state.



b) it registers its branch in the Republic of Latvia,



c) it undertakes to perform the accounting of the branch of the non-Member State insurer in conformity with the laws of the Republic of Latvia and the regulatory instruments of the Finance and Capital Market Commission,



d) it appoints a manager of the branch of the non-Member State insurer who conforms to the requirements specified in this Law, 



e) that the branch of the non-Member State insurer has given at its disposal monetary means in the amount specified in Section 32, Paragraph three, Clause 3 of this Law, of which not less than half is deposited in a credit institution registered in the Republic of Latvia as a security deposit, and



f) it undertakes to observe the solvency norms specified for the branch of the non-Member State insurer in the Republic of Latvia; and


2) the Finance and Capital Market Commission has agreed with the country of domicile (registration) of the non-Member State insurer insurance supervision institution regarding the exchange of information for the performance of the supervision function and co-operation in the field of insurance supervision.

(3) In order to obtain a licence, a non-Member State insurer shall submit to the Finance and Capital Market Commission:


1) a submission regarding the issuing of a licence for a branch of the non-Member State insurer and indicating the classes of insurance for a licence is necessary;


2) a notification regarding the observance of the requirements referred to in Paragraph two, Clause 1 of this Section;


3) a payment document which certifies the payment of the State fee for the receipt of a licence;


4) the by-laws of the branch of the non-Member State insurer;


5) a document issued by a credit institution which certifies the payment of the monetary means for the establishment of the minimal amount of guarantee fund specified for the branch of the non-Member State insurer;


6) an activity plan for the first three years. The plan shall include:



a) a characterisation of the planned insurance,



b) samples of policies,



c) method for calculation of tariffs,



d) method for calculation of the technical reserve,



e) reinsurance programme,



f) a calculation of the necessary expenditures for the commencement of activities and information regarding the sources of funding to cover such expenditures, and



g) profit or loss calculation and draft balance;


7) a description of the basic elements of the internal control system and a description of its basic principles of policy and procedures in which shall be included:



a) the organisational structure of the branch of the non-Member State insurer with a clearly indication of the authorisation of the manager and division of duties, the tasks of the units of the branch and the duties of their managers.



b) accounting policy and the main principles for the organisation of accounting,



c) administration of financial risk policy,



d) description of the management information system,



e) regulations for the protection of the information system,



f) description of the in internal audit (control) system,



g) procedures for the identification of unusual and suspicious financial transactions, and



h) the procedures specified in Section 29.1 of this Law;  


8) sworn auditor audited non-Member State insurer annual accounts for the last three years; and


9) information regarding the manager of the branch of the non-Member State insurer in accordance with the requirements specified in Sections 20 and 21 of this Law.

(4) If the branch of the non-Member State insurer wishes to obtain a licence for assistance insurance, it shall in addition submit the information referred to in Section 13, Paragraph three of this Law. If the branch of the non-Member State insurer wishes to obtain a licence for civil legal liability insurance for owners of road transport and plans to perform the mandatory civil legal liability insurance for owners of road transport, it shall submit a written certification that the branch of the non-Member State insurer is a means of transport office or an analogous organisation to it and a member of the relevant guarantee fund.

(5) The Finance and Capital Market Commission shall examine the submission and take a decision within a time period of three months after the receipt of all necessary, prepared in conformity with the requirements of regulatory enactments, documents.

(6) The Finance and Capital Market Commission is entitled to refuse to issue licences in the following cases:

1) the insurance cannot be substantiated on economic grounds;

2) the manager of the branch of the non-Member State insurer does not conform to the requirements specified in this Law;

3) the planned activity of the branch of the non-Member State insurer does not comply with the requirements specified in this Law and other regulatory enactments;

4) in accordance with the laws of the country of domicile (registration) of the non-Member State insurer, the Finance and Capital Market Commission has limited rights to perform branch supervisory functions;

5) the documents submitted contain false or incomplete information;

6) the monetary means given for the disposal of the branch of the non-Member State insurer have been acquired in unusual or suspicious financial transactions or the legal acquisition of such monetary means has not been documentarily proven;

7) the organisational structure of the branch of the non-Member State insurer does not allow its supervision to be ensured; and

8) the insurer is implementing its financial situation improvement plan.

(7) In order to obtain a licence for other classes of insurance, the branch of the non-Member State insurer shall submit to the Finance and Capital Market Commission:


1) the documents referred to in Paragraph three, Clauses 1 and 3 of this Section;


2) a calculation of the necessary expenditures for the implementation the new class of insurance and information regarding the sources of funding to cover such expenditures; and

3) an activity plan for one year in relation to such class of insurance for which the licence is required indicating the information referred to in Paragraph three, Clause 6, Sub-clauses “a”, “b”, “c”, “d” and “e” of this Section, as well as the draft of profit or loss calculation for the relevant classes of insurance and the planned amount of technical reserves.

[1 June 2000; 27 March 2003]

Section 11. 
(1) An insurance company which wishes to open a branch in a Member State, taking into account the requirements included in this Section, prior to the opening of the branch shall notify in writing the Finance and Capital Market Commission thereof.

(2) The notification of the insurance company regarding the opening of a branch shall include the following information:


1) the Member State in which the insurance company plans to open a branch;


2) activity plan for three years, the services offered and the organisational structure of the branch;


3) the address of the insurance company branch in the Member State (address which can be utilised for the sending and receipt of information);


4) information regarding the manager of the insurance company branch (the person who in taking significant decisions in the name of the branch creates for the insurance company civil legal obligations); and


5) if the insurance company plans to perform the mandatory civil legal liability insurance for owners of road transport, it’s notification shall in addition include the following information:



a) the representative of the insurance company who is authorised to take a decision regarding the payment of insurance compensation, and his or her address in the Member State, and 



b) a certification that the insurance company a member of the Member State means of transport office or an analogous organisation to it and of the relevant guarantee fund.

(3) The Finance and Capital Market Commission shall, within a period of three months after the receipt of all the information referred to in Paragraph two of this Section, notify the branch Member State insurance supervision institution and the insurance company, and include in the notification a certification regarding the conformity of the insurer solvency norms to the requirements specified by law, except in the cases where the Finance and Capital Market Commission is not satisfied with the organisational structure of the insurance company branch or the financial condition of the insurance company, or the insurance company branch does not conform to the requirements specified in Sections 20 and 21 of this Law.

(4) If the Finance and Capital Market Commission decides not submit the information referred to in Paragraph three of this Section to the branch Member State insurance supervision institution, it shall, within a period of three months after receipt of the information referred to in this Law, send to the insurance company the relevant decision.

(5) The branch Member State insurance supervision institution within a period of two months after receipt of the Finance and Capital Market Commission notification may inform the Finance and Capital Market Commission the requirements included in laws protecting the interests of the public, which must be observed by branches in the Member State in providing insurance services. The Finance and Capital Market Commission shall without delay inform the insurance company in writing regarding the information provided by the branch Member State.

(6) After receipt of the information referred to in Paragraph five of this Section or after the end of the time period referred to therein, the insurance company may open a branch in the Member State and commence the provision of insurance services.

(7) In making amendments to the information referred to in Paragraph two, Clauses 2, 3 and 4 of this section, the insurance company shall, not later than 30 days prior to making the relevant amendment, notify the Finance and Capital Market Commission and the branch Member State insurance supervision institution in writing regarding this. The Finance and Capital Market Commission shall take, and the branch Member State insurance supervision institution may take, within a period of 30 days after receipt of the insurance company’s notification, the decisions referred to in Paragraphs three and five of this Section respectively. The Finance and Capital Market Commission shall send the decision to the insurance company and the branch Member State insurance supervision institution. If the Finance and Capital Market Commission does not agree to the amendment submitted by the insurance company, its decision shall indicate the reasons for refusal.

[1 June 2000; 27 March 2003]

Section 11.1
(1) An insurance company shall open a branch in a non-Member State only after receipt of a permit from the Finance and Capital Market Commission.

(2) In order to receive a permit for the opening of a branch in a non-Member State, the insurance company shall submit to the Finance and Capital Market Commission a submission regarding the opening of a branch in which is indicated:


1) the address of the branch in the non-Member State (address which can be utilised for the sending and receipt of information);


2) information regarding the manager of the branch in accordance with the requirements specified in Sections 20 and 21 of this Law;


3) the organisational structure of the branch; and


4) activity plan for the first three years.

(3) The Finance and Capital Market Commission shall examine and take a decision regarding the submission for a permit to open a branch in a non-Member State within a period of 30 days after receipt of all documents completed as specified by law and prepared in conformity with the requirements specified in regulatory enactments.

(4) The Finance and Capital Market Commission shall not issue a permit to open a branch in a non-Member State in the following cases:

1) the opening of the branch cannot be substantiated on economic grounds;

2) the documents submitted by the insurance company contain false or incomplete information;

3) the organisational structure of the branch does not allow its supervision to be ensured;

4) the manager of the branch does not conform to the requirements specified in Sections 20 and 21 of this Law;

5) the laws of the non-Member State or other regulatory enactments restrict the Finance and Capital Market Commission in the performance of supervisory functions;

6) the Finance and Capital Market Commission due to circumstances beyond its control has not entered into a co-operation and exchange of information agreement with the non-Member State insurance supervision institution; and

8) the insurance company is implementing a financial situation improvement plan.

(5) In making amendments to the information referred to in Paragraph two, Clauses 3 and 4 of this section, the insurance company shall, not later than 30 days prior to making the relevant amendment, notify the Finance and Capital Market Commission in writing regarding this. The Finance and Capital Market Commission shall examine the submission regarding the making of an amendment and take a decision with in a period of one month after receipt of all necessary documents.

(6) The Finance and Capital Market Commission shall send the decision to the insurance company. If the Finance and Capital Market Commission refuses to issue a permit or does not agree to the amendment submitted by the insurance company, its decision shall indicate the reasons for refusal.

Section 11.2
(1) In order that a Member State insurer branch may commence the provision of insurance services in the Republic of Latvia, the Finance and Capital Market Commission must receive a notification from the Member State insurance supervision institution in which is included the information referred to in Section 11, Paragraph two of this Law. Within a period of two months after receipt of the notification, the Finance and Capital Market Commission shall notify the Member State insurance supervision institution regarding the requirements included in laws protecting the interests of the public, which must be observed in providing insurance services in the Republic of Latvia. 

(2) The Member State insurer branch may commence the provision of insurance services in the Republic of Latvia immediately after receipt of the information from the Member State insurance supervision institution sent by the Finance and Capital Market Commission or after the end of the two month time period indicated in Paragraph one.

[27 March 2003]

Section 11.3
(1) An insurance company which wishes, taking into account the freedom of provision of services principle, to provide insurance services in a Member State without opening a branch there shall notify the Finance and Capital Market Commission in writing regarding its intention.

(2) The insurance company notification shall include the following information:


1) the Member State in which the insurance company plans to provide insurance services; and 


2) the risks to be insured.

(3) If the insurance company plans to perform the mandatory civil legal liability insurance for owners of road transport, it’s notification shall in addition include the following information:



a) the representative of the insurance company who is authorised to take a decision regarding the payment of insurance compensation, and his or her address in the Member State, and 



b) a certification that the insurance company a member of the Member State means of transport office or an analogous organisation to it and of the relevant guarantee fund.

(4) Within a period of 30 days after the receipt of all the information referred to in Paragraphs two and three of this Section, the Finance and Capital Market Commission shall send it to the Member State insurance supervision institutions where the insurance company plans to provide insurance services; the information shall contain:


1) a certification that the insurance company observes solvency norms;


2) the classes of insurance which the insurance company is permitted to provide insurance services;


3) the risks to be insured which the insurance company plans to insure in the Member State; and


4) the information referred to in Paragraph three of this Section if the insurance company plans to perform the mandatory civil legal liability insurance for owners of road transport. 

(5) If the Finance and Capital Market Commission within a period of 30 days after the receipt of the information referred to in Paragraphs two and three of this Section decides not submit the information referred to in Paragraph four of this Section to the Member State insurance supervision institution, it shall, without delay, send to the insurance company the decision. The decision shall indicate the reasons for refusal.

(6) An insurance company, taking into account the freedom of provision of services principle, may commence the provision of insurance services in a Member State without opening a branch there, on the day when it has received the Finance and Capital Market Commission’s notification regarding the sending of the information referred to in Paragraph four of this Section to the Member State insurance supervision institution. 

(7) If an insurance company wishes to make amendments to the information included in the notification referred to in Paragraphs two and three of this Section, it shall observe the requirements referred to in Paragraphs four, five and six of this Section.

[27 March 2003]

Section 11.4
(1) A Member State insurance company, taking into account the freedom of provision of services principle, may commence the provision of insurance services in the Republic of Latvia without opening a branch there, on the day when it has received the Member State insurance supervision institution’s notification regarding the sending of the notification referred to in Section 11.3, Paragraph four of this Law to the Finance and Capital Market Commission. 

(2) If there have been amendments made to the information included in the notification, these shall come into effect in the Republic of Latvia on the day when the Finance and Capital Market Commission has received the notification regarding amendments from the relevant Member State insurance supervision institution.

[27 March 2003]

Section 11.5

A Member State insurance company may perform the insurance of large risks, not taking into account the requirements of Section 11.2, 11.4 and 13 of this Law. Large risks are determined by the Finance and Capital Market Commission taking into account the classes of insurance or the policy holder. 

[27 March 2003]

Section 12. 
(1) The Finance and Capital Market Commission shall issue licences for the following classes of insurance:

1) accident insurance;

2) health insurance (insurance against diseases);

3) land transport (except for railway transport) insurance;

4) railway transport insurance;

5) aircraft insurance ;

6) ship insurance;

7) freight insurance;

8) property insurance against damage by fire and natural disasters (damage to property, except the property referred to in Paragraph one, Clauses 3, 4, 5, 6 and 7 of this Section, caused by fire, explosion, atomic energy, land subsidence and other natural disasters);

9) property insurance against other losses (damage to property, except the property referred to in Paragraph one, Clauses 3, 4, 5, 6 and 7 of this Section, caused by hail, frost, theft and other accidents, except for accidents referred to in Paragraph one, Clause 8 of this Section);

10) civil legal liability insurance for owners of road transport;

11) civil liability insurance for owners of aircraft;

12) civil liability insurance for owners of ships;

13) general civil liability insurance;

14) credit insurance;

15) suretyship insurance;

16) insurance of various financial losses;

17) insurance of legal expenses;

18) assistance insurance; and

19) life assurance.

(2) The licence shall be issued to each class of insurance separately in compliance with the conditions of Section 121 of this Law.

(3) Additional conditions may be included in the issued licence for the purpose of the protection of interests of the insured.

[1 June 2000; 27 March 2003]

Section 121.

(1) An insurer who has obtained a licence for insurance of potential risk of loss in any class of insurance referred to in Section 12, Paragraph one of this Law, may insure the risk relating to other classes of insurance (additional risk), if the insured risk conforms to all conditions referred to in this Paragraph:

1) it is directly related to the insurance of potential risk of loss in such class in relation to which the licence has been received;

2) it relates to the same insurance object which has been insured in the class of insurance in relation to which the licence has been obtained; and

3) it has been insured by one and the same insurance contract.

(2) Paragraph one of this Section shall not apply to classes of credit and suretyship insurance.

(3) Legal expenses may be insured without obtaining a separate licence only together with the assistance insurance and ship insurance if conditions of Paragraph one of this Section are complied with.

[1 June 2000]

Section 13. 
(1) In order to obtain a licence for carrying out insurance, the newly established insurance company shall submit to the Finance and Capital Market Commission:

1) a submission on issuance of the licence for one or several classes of insurance;

2) copies of documents of incorporation and articles of association;

3) a copy of registration certificate of the insurer;

4) a list of stockholders who have qualifying holdings. Information regarding stockholders shall be submitted to the Finance and Capital Market Commission in order to ascertain their reputation, sufficiency of financial resources and financial stability, as well as in order to check the identity of stockholders. If the stockholders are legal persons, information shall also be submitted regarding their stockholders and owners – natural persons. If the Finance and Capital Market Commission does not receive such information or the insurance company refuses to submit it, the Finance and Capital Market Commission shall not issue a licence;

5) a bank document certifying the money payment for the establishment of guarantee fund;

6) a receipt that certifies the payment of the State fee for the licence;

7) information on officials in accordance with requirements of Sections 20, 21 and 23 of this Law;

8) calculation of expenses necessary for commencing of activity and information on sources of funds for covering such expenses;
9) an activity plan for first three years of activity in which the following shall be specified:

a) characterisation of the planned insurance;

b) methodology for calculation of tariffs;

c) methodology for calculation of technical reserves;

d) reinsurance programme;

e) structure of the guarantee fund necessary for the activity. The guarantee fund may not be utilised to cover expenses necessary for commencement of activity;

f) samples of insurance policies;

g) drafts of profit and loss calculation and balance;

h) [1 June 2000]; and


10) a description of the basic elements of the internal control system and a description of its basic principles of policy and procedures in which shall be included:



a) the organisational structure of the insurance company with a clearly indication of the authorisation of the manager and division of duties, the tasks of the units of the branch and the duties of their managers.



b) accounting policy and the main principles for the organisation of accounting,



c) administration of financial risk policy,



d) description of the management information system,



e) regulations for the protection of the information system,



f) description of the in internal audit (control) system,



g) procedures for the identification of unusual and suspicious financial transactions, and



h) the procedures specified in Section 29.1 of this Law

(2) In order to receive a licence for another class of insurance, the insurer shall submit to the Finance and Capital Market Commission:

1) documents referred to in Paragraph one, Clauses 1 and 6 of this Section;

2) the calculation of expenses necessary for introduction of the new class of insurance and information on sources of funds for covering thereof;

3) the activity plan for one year in relation to such class of insurance for which the licence is required specifying the information referred to in Paragraph one, Clause 9, Sub-clauses “a” – “f” of this Section, as well as the draft of financial plan and amount of planned technical reserves.

(3) An insurance company which wishes to receive a licence for assistance insurance shall submit to the Finance and Capital Market Commission information regarding funds in its possession and contracts entered into which contracts ensure the provision of assistance to the insured in conformity with the obligations assumed in this class of insurance.

(4) An insurance company which wishes to obtain a licence for civil legal liability insurance for owners of road transport and plans to perform the mandatory civil legal liability insurance for owners of road transport, shall submit a written certification to the Finance and Capital Market Commission that the insurance company is a means of transport office or an analogous organisation to it and a member of the relevant guarantee fund. 

[1 June 2000; 27 March 2003]

Section 14. 
The Finance and Capital Market Commission shall examine a submission for the issuance of a licence for carrying out insurance and take a decision within a time period of three months after the receipt of all necessary documents.

[1 June 2000; 27 March 2003]

Section 15. 
(1) The Finance and Capital Market Commission shall not issue licences for carrying out insurance if:

1) the insurance cannot be substantiated on economic grounds;

2) the close links of the applicant with third persons may threaten its stability and restrict the possibilities of the Finance and Capital Market Commission to perform supervisory functions;

3) the laws and other regulatory enactments of other states which apply to the person who has close links with the applicant restrict the right of the Finance and Capital Market Commission to perform supervisory functions;

4) the documents submitted by the applicant contain false or incomplete information;

5) one or more of the persons referred to in Sections 20 and 23 of this Law do not conform to the requirements specified by law;

6) The Finance and Capital Market Commission has determined that the monetary means which have been contributed to the equity capital have been acquired in unusual or suspicious financial transactions or the legal acquisition of such monetary means has not been documentarily proven;

7) it is not possible to ascertain the identity, sound reputation and financial stability of the stockholders and the owners of the applicant;

8) due to the organisational structure of the applicant it is not possible to supervise it; 

9) the planned activity of the applicant does not comply with requirements specified in this Law and other regulatory enactments; and

10) a financial situation improvement plan is being implemented.

(2) The decision of the Finance and Capital Market Commission to refuse the issuance of a licence shall be motivated and it may be appealed to a court within a time period of a month from the receipt of the refusal.

[1 June 2000; 27 March 2003]

Section 16. 
(1) The Finance and Capital Market Commission is entitled to cancel an issued licence for carrying out insurance in the following cases:

1) the company has not commenced insurance within a time period of 12 months from the day of obtaining the licence;

2) the insurer has suspended insurance for a time period longer than six months;

3) the insurer violates this Law, Cabinet regulations issued in accordance thereof and the instructions of the Finance and Capital Market Commission or does not comply with the conditions of the licence;

4) the insurer substantially violates other laws and regulatory enactments regulating commercial activity;

5) the insurer withdraws from the licence;

6) the insurer does not take the measures provided for in the plan for improving the financial situation; 

7) the insurer is unable to fulfil its obligations;

8) the insurer does not fulfil the activity plan referred to in Section 13, Paragraph one, Clause 9 of this Law, does not observe other provisions of this Law, as well as the requirements of regulatory instruments and orders issued by the Finance and Capital Market Commission, which were specified to it upon receipt of the licence; and

9) the insurer for more than two months after a warning from the Finance and Capital Market Commission regarding the cancellation of the licence has not voluntarily and to the full amount made payments into the Insured Protection Fund. 

[1 June 2000; 27 March 2003]

Section 17. 
(1) If the Finance and Capital Market Commission has determined circumstances which allow it to decide on the cancellation of a licence issued for carrying out insurance, it may take a motivated decision on suspension of operation of the licence.

(2) The time period of suspension of operation of the licence shall not be longer than six months.

(3) The insurer may not enter into new contracts, increase insurance amounts and extend the insurance contracts in that class of insurance for the carrying out of which the operation of the licence issued has been suspended, but the insurer shall continue to fulfil valid insurance contracts.

[1 June 2000; 27 March 2003]

Section 18.
(1) The Finance and Capital Market Commission may cancel licences for all or only for individual classes of insurance. If the licence has been cancelled, the insurer may not enter into new contracts in the relevant class of insurance, increase insurance amounts and extend insurance contracts, but the insurer shall fulfil valid insurance contracts.

(2) An insurer shall be liquidated if licences for all classes of insurance carried out by it are cancelled, except the case where the insurer is re-organised and permission of the Finance and Capital Market Commission for the re-organisation has been received.

(3) Without the prior written permission of the Finance and Capital Market Commission it is prohibited to perform the re-organisation of an insurer re-registering it as another commercial company which does not carry out insurance. The Finance and Capital Market Commission shall issue a permit if the insurance stock company has fulfilled all the obligations provided for in insurance contracts.

[1 June 2000; 27 March 2003]

Section 19. 
(1) Upon suspending or cancelling a licence for the carrying out of insurance, the Finance and Capital Market Commission is entitled to restrict the actions of the insurer with its assets, the performance of payments and the undertaking of new obligations.

(2) An insurer may appeal to a court a decision on the cancellation of the licence for carrying out insurance, or suspension of the operation thereof, within a time period of one month after the receipt of the decision.

(3) The Finance and Capital Market Commission without delay shall publish a notification on cancellation of the licence issued for carrying out insurance or suspension of operation thereof in the newspaper Latvijas Vēstnesis [the official Gazette of the Government of Latvia].

(4) the Finance and Capital Market Commission shall continue to supervise the insurer until complete fulfilment of insurance obligations or until the insurer has been declared insolvent.

[1 June 2000; 27 March 2003]

Chapter III

Restrictions on Activity of Insurer

Section 20. 

(1) The chairperson of the board of directors, members of the board of directors, manager of the internal audit service (company controller) and chief actuary of an insurance company, the manager of a non-Member State insurer branch and chief actuary, as well as the person who in taking significant decisions in the name of the insurer creates civil legal obligations for the insurer, may be a person who conforms to the following requirements:

1) he or she is a inland tax payer (resident);

2) he or she has sufficient competence in the field for which he or she is responsible, ensuring that the board of directors of the insurance company is established so that the insurance company is capable of permanently, professionally, qualitatively and in conformity with the requirements specified in regulatory enactments perform insurance;

3) he or she has the necessary education and not less than three years work experience in the relevant field;

4) he or she has an unimpeachable reputation; and

5) he or she has not been deprived the right to perform commercial activities.

(2) Before the persons referred to in Paragraph one of this Section commence to fulfil their obligations, the insurer shall notify the Finance and Capital Market Commission thereof.

(3) The insurer has a duty either itself or on the basis of a proposal from the Finance and Capital Market Commission to remove from office without delay persons referred to in Paragraph one of this Section if it is determined that they do not conform to the office, that their actions have been harmful to the financial stability of the insurer or have created a situation which may threaten the financial stability of the insurer or the interests of policy holders, as well as if they do not conform to the requirements specified in Paragraph one of this Section and Section 21 of this Law.

[1 June 2000; 27 March 2003]

Section 21. 
(1) The chairperson of the board of directors, members of the board of directors, manager of the internal audit service (company controller) and chief actuary of an insurance company, the manager of a non-Member State insurer branch and chief actuary, as well as the person who in taking significant decisions in the name of the insurer creates civil legal obligations for the insurer, may not be a person:

1) who has been convicted for committing an intentional criminal offence, also wilful bankruptcy;

2) who has been convicted for committing an intentional crime although the person has been released from serving the sentence because of a limitation period, clemency or amnesty; 

3) against whom the initiated criminal matter on the committing of an intentional crime has been terminated because of a limitation period or amnesty; or

4) who has been held to criminal liability for the committing of a criminal offence, but the criminal matter against him or her has been terminated on the basis of non-rehabilitation.

(2) The insurance company or non-Member State insurer has a duty either itself or on the basis of a proposal from the Finance and Capital Market Commission to remove from office without delay persons referred to in Paragraph one of this Section if Paragraph one, Clauses 1, 2, 3, or 4 can be applied to them.

[27 March 2003] 

Section 22. 
(1) A chairperson of an insurance company council and member of the council may be a person who conforms to the requirements referred to in Section 20, Paragraph one, Clauses 2, 3, 4 and 5 of this Law. A person may not be a chairperson of an insurance company council and member of the council to whom Section 21, Paragraph one, Clause 1, 2, 3, or 4 of this Law applies.

(2) The stockholders (members) meeting has duty either itself or on the basis of a proposal from the Finance and Capital Market Commission to remove from office without delay persons referred to in Paragraph one of this Section if it is determined that they do not conform to the office, that their actions have been harmful to the financial stability of the insurer or have created a situation which may threaten the financial stability of the insurer or the interests of policy holders, as well as if they do not conform to the requirements specified in this Section.

[27 March 2003] 

Section 23. 
An insurer carrying out life assurance and any other class of civil legal liability insurance shall employ a chief actuary whose minimum qualification requirements shall be determined by the Finance and Capital Market Commission.

[1 June 2000; 27 March 2003]

Section 24. 
Only with a permission of the Finance and Capital Market Commission an insurer may:

1) [27 March 2003]

2) permit the chairperson of the board of directors, deputy chairperson of the board of directors, manager of the internal audit service (company controller) and chief actuary of an insurance company, the manager of a non-Member State insurer branch and chief actuary, to commence the fulfilment of their duties;

3) [1 June 2000];

4) [27 March 2003]

5) [27 March 2003]

6) [27 March 2003]; and

7) perform re-organisation.

[1 June 2000; 27 March 2003]

Section 25. [27 March 2003]

[1 June 2000; 27 March 2003]

Section 26. 
(1) Every person if he or she wishes to acquire a qualifying holding in an insurance company shall notify regarding this in advance, submitting a submission to the Finance and Capital Market Commission. In the submission shall be indicated the holding to be acquired in per cent of the equity capital or the number of voting stocks of the insurance company.

(2) If a person wishes to increase his or her qualifying holding reaching or exceeding 20, 33 or 50 per cent from the equity capital of the insurance company or the number of voting stocks, or the insurance company becomes a subsidiary company of such person, he or she shall notify in advance regarding such a decision, submitting a submission to the Finance and Capital Market Commission. In the submission shall be indicated the holding to be acquired in per cent of the equity capital or the number of voting stocks of the insurance company.

(3) The Finance and Capital Market Commission shall, within a period of three months from the day when the submission referred to in Paragraphs one and two of this Section has been received evaluate the reputation of the person and the financial situation, and if the Finance and Capital Market Commission believes that the acquisition or increase in qualifying holding does not ensure a financially stable, prudent and in conformity with regulatory enactments management of the insurance company because the person does not conform to the requirements specified by law for stockholders in insurance companies, it shall refuse the acquisition or increase of qualifying holdings and in respect of its decision notify without delay the relevant person and insurance company. 

(4) The Finance and Capital Market Commission has the right to request additional information regarding the persons referred to in this Section in order to make a judgement regarding their reputation and financial situation.

[1 June 2000; 27 March 2003]

Section 27. 
Taking into account the submissions referred to in Section 26, Paragraphs one and two of this Law, the Finance and Capital Market Commission shall consult with Member State insurance supervision institutions if the acquirer of qualifying holdings is a Member State registered insurer or a Member State registered insurer parent company, or the person which controls the Member State registered insurer, and if the relevant person by acquiring or increasing qualifying holding, the insurance company becomes a subsidiary company of such person or comes under his or her control. 

[1 June 2000; 27 March 2003]

Section 28. 
If a person wishes to terminate his or her qualifying holding in an insurance company, he or she shall notify in advance regarding such a decision, submitting a submission to the Finance and Capital Market Commission. In the submission shall be indicated the holding to be acquired in per cent of the equity capital or the number of voting stocks of the insurance company. If a person wishes to reduce his or her qualifying holding below 20, 33, 50 per cent of the equity capital of the insurance company or the number of voting stock, or the insurance company ceases to be this person’s subsidiary company, he or she shall notify in advance regarding such a decision, submitting a submission to the Finance and Capital Market Commission.

[1 June 2000; 27 March 2003]

Section 28.1
(1) An insurance company shall without delay as soon as it has found out about it, notify in writing, submitting a submission to the Finance and Capital Market Commission, regarding the acquisition, increase or decrease of each person’s qualifying holding. The submission shall indicate the amount of the relevant person’s holding in per cent of the equity capital of the insurance company or the number of voting stock, or information regarding the termination of the qualifying holding.

(2) The insurance company shall, in submitting to the Finance and Capital Market Commission the annual accounts according to the procedures specified by law, at the same time submit also a list of all its stockholders who have a qualifying holding in the insurance company. In this shall be indicated the information to be included in the list and prepared by the stockholders meeting in accordance with the law and the amount of the relevant stockholder’s qualifying holding in per cent of the equity capital of the insurance company or the number of voting stock.

[27 March 2003]

Section 28.2
(1) If the influence of the person acquiring the qualifying holding on the insurance company threatens or may threaten its financial stability, prudent and prudent and in conformity with regulatory enactments management, the Finance and Capital Market Commission shall without delay request that such influence be terminated, as well as if necessary, remove the board of directors of the insurance company or a member of the board of directors or prohibit the utilisation of all the stock voting rights which belong to the relevant person acquiring the qualifying holding.

(2) If a person has not implemented the requirements of Section 26, Paragraph one or two of this Law, the Finance and Capital Market Commission shall apply the restriction of rights referred to in Section 28.2 of this Law. 

(3) If a person has acquired or increased his or her qualifying holding prior to receiving a prohibition from the Finance and Capital Market Commission or if the person by not complying with the prohibition from the Finance and Capital Market Commission acquires or increases his or her qualifying holding, he or she does not have the right to utilise all of the stock voting rights belonging to him or her, as well as stockholder meeting decisions which are taken utilising such stock voting rights are not in effect from the moment of being taken and on the basis of such decisions application to make records in the commercial register and other public registers may not be applied for.

[27 March 2003]

Section 28.3

In determining the amount of holding acquired by a person indirectly in an insurance company, the following voting rights acquired by him or her in the insurance company shall be taken into account:  


1) voting rights that arise from stocks which a third person has acquired in their own name at the request of such person;


2) voting rights that arise from stocks which have been acquired by such commercial company as is under the control of such person;


3) voting rights which specified persons have entered into a written contract with third persons regarding long-term or systematic joint actions in relation to the administration of the insurance company;


4) voting rights belonging to a third person which the person or commercial company which is under the control of such person, in accordance with a written contract has the right to utilise for a specified time period or for an unlimited time period for or without remuneration;


5) voting rights that arise from stock given to the person to hold, which the person has the right to utilise on his or her own initiative without receiving a separate request from the person who owns such stock;


6) voting rights that arise from stocks which the person has given to a third person as security without losing the voting rights arising from them;


7) voting rights that arise from stocks which the person is entitled to acquire in accordance with a written contract the implementation of which depends upon only on this same person;


8) voting rights that arise from stocks which the person has acquired in loan, re-purchase or similar transactions; and


9) voting rights that arise from any other indirect way acquired stocks by the person.

[27 March 2003]

Section 29. 
(1) If it is not otherwise specified in the law, the insurer has a duty not to disclose the information on the policyholder and the insured.

(2) In order to reduce the risk of the insurer’s activity and to prevent fraud, the insurer has the right to exchange information on insured persons and existing insurance policies directly or through a specially established authority.

Section 29.1

An insurer has a duty to develop in writing and to observe internal disciplinary procedures in which:


1) in the provision of insurance services honesty and an open attitude to the policy holder is ensured;


2) the insurer shall provide the policy holder with requested information regarding the insurance transaction which is entered into between the insurer and the relevant policy holder, as well as regarding the time period (which does not exceed 30 days) in which the referred to information is provided; and


3) the insurer shall ensure the prevention of possible conflict of interest of its employees in receiving and using insurance transaction necessary information. 

[27 March 2003]

Chapter IV

Own Funds and Reserves of the Insurer

Section 30. 

(1) In order to guarantee the stability of the insurer’s financial activity, the insurer shall constantly have its own funds at its disposal. The own funds of non-member state insurer branches shall be funds given by the non-member state insurer. The procedures for the calculation of own funds shall be determined by the Finance and Capital Market Commission.

(2) An insurer shall notify the Finance and Capital Market Commission without delay regarding the reasons for a decrease in own funds if they decrease by 10 per cent or more in comparison to the amount indicated in the previous financial report.

[27 March 2003]

Section 31. 
(1) In order to evaluate the stability of the financial situation of an insurer, the amount of own funds at the disposal of the insurer shall be compared to the solvency norm and the guarantee fund.

(2) The solvency norm is a value calculated in accordance with procedures specified by the Finance and Capital Market Commission.

(3) The guarantee fund shall be the largest of the following two values:

1) one third of the calculated norm of solvency; or

2) minimum value of the guarantee fund.

(4) The Finance and Capital Market Commission may specify a larger solvency norm if:


1) the insurer has been requested to prepare the financial situation improvement plan referred to in Section 59 of this Law; or


2) the insurer has significantly decreased or ceased insurance (reinsurance).

[1 June 2000; 27 March 2003]

Section 32. 
(1) Minimum value of the guarantee fund shall be:

1) for commercial companies which perform insurance according to the insurance classes referred to in Section 12, Paragraph one, Clauses 10, 11, 12, 13, 14, 15, and 19 of this Law, and have three million euro, but for other commercial companies – two million euro;

2) for mutual co-operative insurance association members, which perform insurance according to the insurance classes referred to in Section 12, Paragraph one, Clauses 10, 11, 12, 13, 14, 15, and 19 of this Law, and have 2.3 million euro, but for other mutual co-operative insurance association members – 1.5 million euro; and

3) for non-member state insurer branches – in the amount of 100 per cent of the amount referred to in Paragraph one, Clause 1 of this Section.

(2) An insurance company may contribute to equity capital on monetary resources, except in cases where with the permission of the Finance and Capital Market Commission the insurance company is being reorganised.

(3) In founding an insurance company, the own funds may not be less than the minimum amount of the guarantee fund.

[27 March 2003]

Section 33. [27 March 2003]
[1 June 2000; 27 March 2003] 
Section 34. 
If the amount of own funds of the insurer is less than the calculated norm of solvency, but larger than the guarantee fund, the insurer shall submit for co-ordination to the Finance and Capital Market Commission the financial situation improvement plan for the renewal of amount of own funds up to the calculated norm of solvency.

[1 June 2000; 27 March 2003]

Section 35. 

If the amount of own funds of an insurer is less than the guarantee fund, the insurer shall submit for co-ordination to the Finance and Capital Market Commission the financial situation improvement plan for the immediate renewal of the amount of own funds to the extent of the guarantee fund.

[1 June 2000; 27 March 2003]
Section 36. [27 March 2003]
Section 37. [27 March 2003]
Section 38. [27 March 2003]
Chapter V

Technical Reserves  
Section 39. 
(1) Technical reserves shall be established in the same currency as an insurer has undertaken obligations in conformity with entered into insurance contracts and accepted reinsurance.

(2) Technical reserves shall be formed in sufficient amount in order that the insurer may fully perform its obligations in conformity with the insurance and accepted reinsurance and may ensure stability of the financial activity. The management of the insurer shall develop and approve procedures for formation of technical reserves and shall be liable for compliance with such procedures. The insurer shall submit in writing the procedures for formation of technical reserves to the Finance and Capital Market Commission within a time period of 10 days after approval of such procedures, as well as notify on all changes therein.
(3) The insurer shall perform calculations of technical reserves for each insurance contract or group of contracts separately.

(4) The profit of the insurer shall be reduced by the amount included in technical reserves within a time period of a year. However, profit shall be increased by the amount that has been deducted from technical reserves within a time period of a year and this amount shall be included in income of the insurer.

[1 June 2000; 27 March 2003]

Section 40. 
(1) An insurer, which performs insurance in the classes of insurance referred to in Section 12, Paragraph one, Clause 19 of this Law shall establish a life assurance technical reserve. An insurer, which has entered into a market orientated life assurance contract, shall establish a market orientated life assurance contract technical reserve.

(2) An insurer which performs insurance in the classes of insurance referred to in Section 12, Paragraph one, Clauses 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, and 18 of this Law shall establish:

1) an unearned premiums technical reserve; and

2) a postponed insurance compensation technical reserve, which relates to cases:

a) regarding which an application for insurance compensation has been received, but insurance compensation has not been paid out or it has not been fully paid out, or

b) which have occurred, but regarding which an application for insurance compensation has not been received.

(3) An insurer, which performs insurance in the classes of insurance referred to in Section 12, Paragraph one, Clause 14 of this Law shall, in addition to the technical reserves referred to in Paragraph two of this Section, according to procedures specified by the Finance and Capital Market Commission, establish an equalisation technical reserve.

(4) An insurer which performs insurance in the classes of insurance referred to in Section 12, Paragraph one, Clauses 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, and 18 of this Law in order to ensure the fulfilment of the requirements of Section 39 of this Law, as well as taking into account the particulars of the class of insurance, in addition to the technical reserves referred to in Paragraph two of this Section may establish the following technical reserves:

1) an equalisation reserve; and

2) an unexpected risk reserve;

(5) An insurer which performs insurance in the classes of insurance referred to in Section 12, Paragraph one, Clause 19 of this Law in order to ensure the fulfilment of the requirements of Section 39 of this Law, as well as taking into account the particulars of the class of insurance, in addition to the technical reserves referred to in Paragraph two of this Section may establish a technical reserve for ex gratia payments.

(6) In protecting the interests of the insured the Finance and Capital Market Commission is entitled to request the insurer to establish technical reserves of a specific type.

(7) The Finance and Capital Market Commission shall issue regulatory instruments regarding the methods for the calculation of technical reserves.

[1 June 2000; 27 March 2003]

Section 40.1
(1) The technical reserves must be continuously covered to the full amount with a technical reserve cover.

(2) The technical reserve cover and technical reserves shall be co-ordinated according to the type of currency.

(3) The Finance and Capital Market Commission shall determine the allowable divergence of the technical reserve cover and technical reserves in the co-ordination according to the type of currency.

(4) The Finance and Capital Market Commission is entitled to cancel an insurance licence if the technical reserves are not fully covered with assets in conformity with the requirements of this Law.

[27 March 2003]

Chapter VI

Investments of Insurers

Section 41. 
(1) Investments of an insurer shall be safe, diverse, liquid and profit making so that they ensure financial stability of the insurer and guarantee the fulfilment of obligations provided for in insurance contracts. The management of an insurer shall develop and approve procedures and conditions for the formation of investments of the insurer and is liable for compliance with such procedures and conditions. 

(2) An insurer may make (directly or indirectly) investments only in the Republic of Latvia, the Republic of Estonia, the Republic of Lithuania, Member States or member state of the Organisation for Co-operation and Economic Development (hereinafter – OECD member state)

(3) If insured objects associated with insurance risk are located in a Member State, assets, which are applied to the technical reserve cover, shall be invested in the Member States.
[1 June 2000; 27 March 2003]

Section 411. [27 March 2003]
[1 June 2000; 27 March 2003]

Section 42. 

(1) To the technical reserve cover may be applied only the following assets:

1) debentures and other debt securities which certify the obligations of the emitter to the holder of the security (hereinafter – debt security);

2) stock and other capital securities which certify a holding in the capital of the emitter (hereinafter – capital securities);

3) investment fund investment certificates or securities equivalent to them;

4) loans secured with mortgages;

5) investments in immovable property (land, buildings);

6) investments in credit institutions; and

7) debts of policy holder debtors from direct insurance operations.

(2) The assets referred to in Paragraph one of this Section may be applied to the technical reserve cover only if the following conditions are observed:


1) the assets shall be assessed net of their acquisition debt;


2) third party debts or claims against third parties may be utilised only after subtracting all of the amount which the insurer owes to the third party;


3) the payment time period has not been delayed by more than three months. The referred to condition applies to the debts of policy holder debtors from direct insurance operations;


4) the credit institution has obtained a licence in the Republic of Latvia, the Republic of Estonia, the Republic of Lithuania, Member States or OECD member state, and it is permitted to provide financial services in the state which issued the licence; and


5) the debt and capital securities are included in the official list or a list equivalent to this of stock exchanges registered in the Republic of Latvia, the Republic of Estonia, the Republic of Lithuania, the official list of a stock exchange registered in the Member States or an OECD member state, and if such stock exchanges are also full members of the International Federation of Stock Exchanges. This restriction shall not apply to debt securities of the Republic of Latvia, the Republic of Estonia, the Republic of Lithuania, Member State or OECD member state, which were emitted by the State and local governments. 

[1 June 2000; 27 March 2003]

Section 421.
Technical reserve cover of market oriented life assurance contracts shall only be invested in investment certificates of investment companies.  The requirements of Sections 42, 43 and 44 of this Law shall not apply to such investments.

[1 June 2000; 27 March 2003]

Section 43. 
(1) An insurer in establishing an asset structure for technical reserve cover shall comply with the following conditions:

1) not more 10 per cent of the technical reserve may be applied to one immovable property – parcel of land and buildings or parcels of land and buildings, which due to their location may be deemed to be one investment, and not more than 25 per cent of the technical reserve may be applied to buildings and parcels of land as a whole; 

2) not more than five percent of the technical reserve may be applied to capital securities and debt securities (except for mortgage bonds), which have been emitted by one emitter. This restriction shall not apply to debt securities of the Republic of Latvia, the Republic of Estonia, the Republic of Lithuania, Member State or OECD member state, which were emitted by the State and local governments. 

3) not more than 10 percent of the technical reserve may be applied to mortgage bonds, which have been emitted in conformity with the Mortgage Bond Law or the regulatory enactments of Member States and which have been emitted by one emitter, and not more than 25 per cent of the technical reserve to mortgage bonds as a whole;

4) not more than five percent of the technical reserve may be applied to one investment fund of the Republic of Latvia, the Republic of Estonia, and the Republic of Lithuania, Member State or OECD member state investment certificates. Investment in investment certificates of closed investment funds may occur on the condition that these investment certificates are included in stock exchanges registered in the Republic of Latvia, the Republic of Estonia, the Republic of Lithuania, member State or OECD member state registered stock exchange official lists, and if such stock exchanges are also full members of the International Federation of Stock Exchanges;

5) not more than 25 percent of the technical reserve may be applied to investments in one credit institution;

6) not more than 10 percent of the technical reserve may be applied to one loan secured by a mortgage and not more than 25 per cent of loans as whole, which are secured by mortgage; and

7) not more than 10 percent of the unearned premiums technical reserve may be applied to the debts of policy holder debtors from direct insurance operations.

(2) The Finance and Capital Market Commission has the right to request that the assets composition and structure which are applied for the technical reserve cover be changed if the existing assets composition and structure is harmful or may be harmful to the financial stability of the insurer and the interests of the policy holders and if one of the following conditions is determined:


1) there exists an excessive reliance upon an asset category, investment market or individual investment;


2) due to the nature of the asset or emitter, the asset is associated with a large risk; or


3) there is a large proportion of non-liquid assets.

(3) The value of assets shall be determined in accordance with the regulatory instruments of the Finance and Capital Market Commission regarding the preparation of insurance annual accounts. 

[1 June 2000; 27 March 2003]

Section 44. [27 March 2003]
[1 June 2000; 27 March 2003] 
Section 441. [27 March 2003]
[1 June 2000; 27 March 2003]
Section 45. [27 March 2003]
[15 April 1999; 1 June 2000; 27 March 2003]

Section 46. 
An insurer may not directly or indirectly issue loans for the acquisition of its own issued stock or for the acquisition of stock issued by persons associated with the insurer, as well as accept its own stock as security for obligations.

[27 March 2003]

Section 47. 

Claims against a person or mutually linked group of persons, which have arisen due to insurer loans or guarantees, as well as other similar obligations may not exceed 10 per cent of the own funds of the insurer. Such transactions are in effect only after their registration in a special register of such insurance transactions. The register shall be maintained electronically, and it shall also include the transaction text and amendments made thereto, and in accordance with its programme security there is a possibility to trace all records and amendments to records, which were done previously. 

[15 April 1999; 27 March 2003]

Section 48. 
Investments by an insurer in the equity capital or reserves of one person or mutually linked group of persons (except for a subsidiary company of the insurer) may not exceed 10 per cent of the own funds of the insurer. 

[1 June 2000; 27 March 2003]

Chapter VII

Accounting and Operating Account of an Insurer

Section 49. 

(1) An insurer shall maintain accounting in conformity with the Law on Accounting and the regulations of the Finance and Capital Market Commission.

(2) An insurer shall draw up annual accounts in conformity with Paragraph one of this Section and the regulations of the Finance and Capital Market Commission.

(3) An insurer which is a parent company of a group shall prepare the consolidated annual accounts in compliance with the regulations of the Finance and Capital Market Commission.

(4) An insurer, which carries out life assurance and any class of civil legal liability insurance, shall attach to the annual accounts an actuarial valuation the volume and structure of which shall be specified by the Finance and Capital Market Commission.

[1 June 2000; 27 March 2003] 
Section 50. 
(1) In order to ensure the timely identification and administration of all risks associated with insurance activities, the effective protection of the assets of an insurer, the veracity and timeliness of the information provided to insurance administration institutions regarding the financial situation of the insurer, the continuous compliance with the law, other regulatory enactments, insurer policies and procedures and, if necessary, improvement, an insurer shall ensure the establishment and operation of an effective internal control system, as well as the continuous supervision by the decision-taking institutions, independent of the executive institutions, of the internal control system.

(2) The Finance and Capital Market Commission shall develop recommendations for the establishment of an internal control system. Such recommendations shall be utilised for the establishment of its own internal control system.

(3) The insurer shall ensure the registration of all insurance contracts entered into and the insurance policy distribution contracts referred to in Section 90 of this Law. The register shall be maintained electronically, and in accordance with its programme security there is a possibility to trace all records and amendments to records, which were done previously.

(4) The insurer shall ensure the registration of all investment contracts entered into, reinsurance contracts, as well as the contracts entered in to with insurance broker companies (insurance brokers). The register shall be maintained electronically, and it shall also include the contract text and amendments made thereto, and in accordance with its programme security there is a possibility to trace all records and amendments to records, which were done previously.  

[1 June 2000; 27 March 2003]
Section 51. 
The Finance and Capital Market Commission shall request reports from the insurer regarding the financial activity thereof which is related to insurance operations specifying the form, content and the time period for submission of such reports.

[1 June 2000; 27 March 2003]

Section 52. [27 March 2003]
[1 June 2000; 27 March 2003]

Section 53. [27 March 2003]
[1 June 2000; 27 March 2003]

Section 54. 

(1) A sworn auditor or another person who examines the annual accounts shall notify the insurer in writing regarding the results of the examination. The report shall be prepared in conformity with the Law On Sworn Auditors. A copy of the report shall be attached to the annual accounts submitted by the insurer to the Finance and Capital Market Commission in accordance with requirements of Section 56 of this Law. 
(2) A sworn auditor or another person who examines the annual accounts shall prepare a report to the management of the insurer. In the report particular deficiencies shall be specified and specific insurance-related issues which are determined by the Finance and Capital Market Commission shall be considered. A copy of the report shall be sent to the Finance and Capital Market Commission in accordance with the requirements specified in Section 56 of this Law.
(3) If in the report, which has been given by a sworn auditor or another person who has examined the annual accounts there are notations, dividends may be paid out only when they have been co-ordinated with the Finance and Capital Market Commission.

(4) [27 March 2003]

(5) The Finance and Capital Market Commission has the right to request the information on the examination performed from the sworn auditor or another person who examines the annual accounts.

[1 June 2000; 27 March 2003]  
Section 55. 

(1) An insurer has a duty to notify the Finance and Capital Market Commission regarding all circumstances, which may substantially affect the further activity of the insurer.

(2) A sworn auditor or another person who examines the annual accounts shall ascertain that the insurer complies with the requirement referred to in Paragraph one of this Section. They shall notify the board of directors of the insurer in writing on the deficiencies determined in the examination, and a copy of the report shall be sent without delay to the Finance and Capital Market Commission.

[27 March 2003]

(Deletion of Paragraph two shall come into force concurrently with the relevant norms in the law regulating activity of sworn auditors).

Section 56. 
(1) [27 March 2003]

(2) An insurer which is the parent company of a group shall submit the consolidated annual accounts together with a report of the sworn auditor or another person who has examined the annual accounts to the Finance and Capital Market Commission not later than seven months after the end of the accounting year.

(3) The annual accounts shall be submitted to the Finance and Capital Market Commission within a time period of 15 days after the approval thereof in the general meeting of stockholders (members), but not later than 15 May of the year following the accounting year.

[1 June 2000; 27 March 2003] 
Section 57. 
(1) An insurer has a duty to ensure that the complete annual accounts after their approval together with the report provided by the sworn auditor or the person who has examined the annual accounts shall be freely accessible and that any interested person may receive a complete text of the annual accounts and report for a charge that does not exceed justifiable costs of copying thereof.

(2) A foreign insurer branch shall submit to the Finance and Capital Market Commission the relevant foreign insurer’s annual accounts and full auditor’s opinion not later than seven months after the end of the accounting year. The annual accounts and auditor’s opinion in a foreign language shall have appended their translations in Latvian.

[27 March 2003]

Section 58. 
(1) In examining the annual accounts of an insurer the Finance and Capital Market Commission shall evaluate:

1) adequacy of technical  reserves;

2) guarantee fund and the solvency norm of an insurer;

3) placement of investments of an insurer and the liquidity thereof; and 

4) placement and amount of reinsurance.

(2) In order to ensure compliance with the requirements of Section 39 of this Law and the relevant instructions, if an insurer has not complied with the instructions of the Finance and Capital Market Commission regarding establishment of technical reserves and calculation methods issued in accordance with Section 40 of this Law, the Finance and Capital Market Commission, if necessary, may provide instructions to the insurer regarding the amount of technical  reserves, suspension of payment of dividends and covering of losses.

[1 June 2000; 27 March 2003]

Section 59. 

(1) The Finance and Capital Market Commission based on financial reports submitted and the results of examinations, in order to protect the interests of the insured, may request an insurers financial situation improvement plan.

(2) The management of the insurer is responsible for the timely development and implementation of a financial situation improvement plan.

(3) The insurer’s financial situation improvement plan shall be developed for the next three years. The plan shall indicate:


1) operational tasks (administrative and client attraction expenditures);


2) insurer income for insurance and reinsurance operations performed and costs associated with them;


3) draft profit or loss calculations and balances;


4) financial sources for the fulfilment of obligations arising from insurance and reinsurance and the forecast solvency norm; and


5) reinsurance programme.

(4) The Finance and Capital Market Commission shall apply security measures if the insurer refuses to submit a financial situation improvement plan or in the plan submitted the measures provided for do not ensure the rectification of deficiencies and the improvement of the financial situation of the insurer, or the submitted plan is not being implemented.

(5) In protecting the interests of the insured, the Finance and Capital Market Commission is entitled to:


1) restrict the rights of the insurer to freely act with his or her assets and to assume new obligations; and


2) specify that it is mandatory for all the insurance payments to be performed or a part thereof to be co-ordinated beforehand with the Finance and Capital Market Commission.

[1 June 2000; 27 March 2003]

Chapter VIII

Reinsurance, Co-Insurance and Transfer of Insurance Contracts

Section 60. 

(1) Reinsurance shall not change the liability of an insurer to the insured or a policyholder. 

(2) In conformity with performed and planned insurance operations, an insurer shall develop and approve a reinsurance programme and shall be liable for the implementation of such programme. In developing a reinsurance programme, the insurer shall observe the prudential principle and may not, without justification, excessively rely upon one re-insurer or a mutually linked re-insurer group. At least once a year the insurer shall evaluate the conformity of the reinsurance placement to the reinsurance programme.   

(3) The insurer shall select a re-insurer in accordance with the reinsurance programme taking into account the restrictions specified in this Law. The insurer has a duty prior to the transfer of a risk for reinsurance and during the whole of the operation of the reinsurance contract to continually collect and analyse information regarding the re-insurer, his or her financial situation (solvency) and reputation.

(4) An insurer is entitled to transfer risks to be reinsured only to:


1) insurers registered in the Republic of Latvia, the Republic of Estonia or the Republic of Lithuania, which have current licences for the performance of insurance operations;


2) insurers registered in Member States, which have current licences for the performance of insurance operations in the state of registration; and


3) re-insurers the evaluation of which by international rating agencies is in the investment category.

(5) On the basis of the accounts submitted by insurers to the Finance and Capital Market Commission and the results of examinations carried out by the Finance and Capital Market Commission of the activity of insurers for the purpose of protecting the interests of the insured, the Finance and Capital Market Commission has the right to request the insurer to change the placement of reinsurance or ensure the fulfilment of the reinsurance obligation with a reinsurance monetary funds pledge, which is transferred to the possession of the insurer in the amount of the re-insurer’s part of the technical reserve. 

[1 June 2000; 27 March 2003]  

Section 60.1

If risks are transferred to reinsurance utilising the services of insurance broker companies (insurance brokers), the insurer has a duty prior to entering into a contract and during the whole of the operation of the contract to continually evaluate the financial situation and reputation of the insurance broker companies (insurance brokers). The insurer shall have at his or her disposal documents that disclose the reinsurance placement and the amount of commission paid to the insurance broker companies (insurance brokers).

[27 March 2003]

Section 61. 
An insurer which carries out life assurance may only re-insure life assurance, accident and health insurance. Only an insurer carrying out other classes of insurance (except for life assurance) may re-insure other classes of insurance.

Section 62. 
(1) A foreign re-insurer (insurer) may carry out reinsurance without establishing an insurance stock company in the Republic of Latvia.

(2) A foreign re-insurer shall register his or her representation office or permanent representative office in accordance with the Law on Foreign Investment in the Republic of Latvia and shall notify the Finance and Capital Market Commission in writing thereof prior to the commencement of activity in the Republic of Latvia.

[1 June 2000; 27 March 2003]

Section 63.
(1) An insurer without performing reinsurance may not enter into an insurance contract with one policyholder, if the obligations assumed by the insurer in accordance with such contract exceed 20 per cent of own funds. The condition referred to in insurance contracts of a group of persons shall apply only to one insured person.

If in accordance with insurance contracts entered into insurance compensation must be paid concurrently for several insurable events which may be caused by one and the same insurance risk, the total obligations assumed by the insurer in conformity with such contracts without carrying out reinsurance may not exceed 20 per cent of own funds.

[15 April 1999; 1 June 2000]

Section 64.
(1) An insurance contract may be signed by several insurers. In such a case the rights and duties of insurers shall be divided in conformity with the contract (co-insurance).

(2) If there is no special agreement, co-insurance shall not cause full (joint) liability of the insurers.

(3) All the same restrictions shall apply to the entering into a co-insurance contract, which have been provided for upon entering into an insurance contract.

(4) The insurers shall establish a technical reserve in conformity with the amount of each own obligation. The amount of the remaining insurance compensation reserve shall be determined by the leading insurer.

[27 March 2003]

Section 65.
(1) An insurer may fully transfer all insurance contracts entered into of or part of them to another insurer. Permission of the Finance and Capital Market Commission shall be received for the performance of such a transaction.

(2) In order to receive permission from the Finance and Capital Market Commission, an insurer which takes over the contracts entered into by another insurer shall prove that after the acquisition of the contracts it will be able to fulfil its obligations towards the insured and that its solvency norm will be adequate.

(3) Procedures for transfer of insurance contracts shall be determined by the Finance and Capital Market Commission. After the transfer of the insurance contract all of the rights and duties of the parties arising from the insurance contract shall remain in effect.

(4) The Finance and Capital Market Commission shall permit the transfer of insurance contracts after those State competent insurance supervision institutions in which the insured objects associated with the insurance risk are located have consented to this. The Finance and Capital Market Commission shall take a decision regarding the transfer of insurance contracts within a period of four months after the submission of the relevant request to the competent insurance supervision institution. The non-issuing of a reply within such period shall be deemed to be consent to the transfer of the insurance contract.

(5) The Finance and Capital Market Commission shall provide information regarding the transfer of insurance contracts to the competent insurance supervision institutions of other states within a period of three months after receipt of the relevant request. 

[1 June 2000; 27 March 2003]

Section 66. 
(1) Insurance contracts shall be transferred to another insurer together with investments of technical reserves appropriate thereto. 
(2) If insurance contracts are transferred without investments of appropriate technical reserves, an insurer, which takes over such contracts shall submit a plan for the renewal of technical reserves to the Finance and Capital Market Commission.

[1 June 2000; 27 March 2003]

Section 67. 
In order to prevent the insolvency of an insurer and to protect the interests of policyholders, the Finance and Capital Market Commission may order the insurer to transfer all insurance contracts entered into or a part thereof to another insurer, which has agreed to accept such contracts.

[1 June 2000; 27 March 2003]

Section 68. 
The insurer shall publish a relevant announcement regarding the transfer of insurance contracts to another insurer in the newspaper Latvijas Vēstnesis and the newspaper of such administrative territory where the insurer carries out the insurance.

Chapter IX

Specific Features of Liquidation and Insolvency Proceedings of an Insurer

Section 69. 

(1) In protecting the interests of the insured the Finance and Capital Market Commission is entitled:

1) to apply to the court with an application to declare the insurer subject to liquidation if licences to all classes of insurance have been annulled for the insurer; and

2) to submit an application to the court to declare the insurer insolvent. 

(2) In case of the liquidation of an insurer the liquidation shall be implemented by a liquidator (administrator) appointed by the adopter of the decision on liquidation.

(3) In case of insolvency of an insurer the liquidation shall be implemented by an administrator appointed by the court. The Finance and Capital Market Commission has the right to recommend to the court the candidature of an administrator.

[15 April 1999; 1 June 2000; 27 March 2003]

Section 70. 
(1) The liquidator (administrator) shall develop procedures for covering the debts which shall be co-ordinated with the Finance and Capital Market Commission.

(2) The liquidator (administrator) shall submit a report on the procedure of liquidation to the Finance and Capital Market Commission not less frequently than once a month.

(3) The Finance and Capital Market Commission has the right to request necessary information from the liquidator (administrator).

[1 June 2000; 27 March 2003]

Section 71. [27 March 2003]
Section 72. [27 March 2003]
Section 73. 
(1) If an insurer has decided to terminate activities, the insurer shall receive a permit of the Finance and Capital Market Commission prior to the initiation of the liquidation proceedings.

(2) After the permit regarding liquidation of the insurer has been received, the phrase “likvidējamā” [to be liquidated] shall be attached to the name of the insurer.

(3) During the liquidation proceedings the Finance and Capital Market Commission shall continue the supervision of the insurer.

[1 June 2000; 27 March 2003]

Section 74. 
(1) Upon initiating liquidation proceedings the insurer shall draw up the opening balance sheet. It shall be drawn up by the day of beginning of liquidation in accordance with the same procedures as the balance sheet of annual accounts and reports of the board of directors and the council regarding the state of property and obligations and the predicted liquidation results shall be attached thereto;

(2) If the calendar year finishes during the liquidation proceedings, intermediate annual accounts containing the same components as the annual accounts shall be drawn up. A report shall be attached to such annual accounts in which the course of the liquidation process and the foreseeable course and results of further liquidation shall be presented. The intermediate annual accounts of the liquidation year shall be examined by a sworn auditor or a sworn auditor commercial company.
(3) Upon completion of the liquidation proceedings the liquidation final balance sheet shall be drawn up.

[1 June 2000; 27 March 2003]

Section 75. 
(1) After insolvency proceedings and covering of liquidation expenditures the remaining funds shall be distributed for the satisfaction of claims of the insured or other creditors in the following groups:

1) claims of insured natural persons regarding the costs of insurance compensation not exceeding 2000 lats. If a policyholder – natural person – has received an insurance compensation from the Insured Protection Fund, he or she loses the right to claim in relation to the amount received, and the claims of the Insured Protection Fund against the insurer shall be equivalent to the claims of this group;

2) claims of employees of the insurer in respect to work remuneration for the first three months from the day when the payment of work remuneration was stopped, in respect to vacation pay and social benefits within the time period of one year prior to the initiation of insolvency proceedings, with respect to compensation for injuries related to an accident at work or occupational disease, for the whole unpaid period and for payments of such compensation that are to be made for three years in advance into the budget of the State social security if an accident at work has occurred or the occupational disease has been contracted prior to 1 January 1997, as well as claims related to mandatory State social insurance payments and the payments of personal income tax that are related to the costs referred to in this Clause, and mandatory State social insurance payments which ensure receipt of unemployment benefits, or claims of the State agency “Maksātnespējas administrācija” [Insolvency Administration] if it has satisfied the aforementioned claims from the resources of the employee claims guarantee fund in accordance with the Law on Protection of Employees in case of Insolvency of Employer;

3) claims regarding the debts of taxes and fees in the State budget and budgets of local governments;

4) claims of insured natural persons regarding the costs of insurance compensations exceeding 2000 lats;

5) claims of other insured in relation to insurance compensation payments;

6) claims of policyholders regarding the insurance contracts entered into;

7) claims of other creditors (principal amount without interest) including claims of such creditors which have acquired the status of a creditor after the initiation of insolvency proceedings;

8) claims regarding the payments of interest to creditors;

9) claims of such creditors as have submitted their claims after the prescribed term; and

10) claims regarding the repayment of subordinated loan capital.

(2) Claims of stockholders (members) of the insurer shall be satisfied after the satisfaction of claims referred to in Paragraph one of this Section in proportion to the investment of the stockholders (members) in the equity capital of the insurer.

Section 75.1

The funds of the Insured Protection Fund, which on the basis of a written submission from the administrator have been used to cover the expenditures associated with the organisation of the payment of insurance compensation shall be included in the costs of the administration of the insolvency proceedings.

[27 March 2003]

Section 76. 
(1) If the amount recovered during the process of liquidation of the insurer is not sufficient to satisfy all the claims, it shall be divided among creditors in the sequence specified in Section 75 of this Law.

(2) The claims of each subsequent group shall be satisfied only after complete satisfaction of claims of the previous group.

If monetary funds of the debtor are not sufficient to satisfy completely all the claims of one group of creditors, such claims shall be satisfied in proportion to the amount that is due to each creditor within such group.

Chapter X

Insurance Intermediaries

Section 77. 

(1) Insurers, re-insurers and policyholders may utilise the services of insurance intermediaries.

(2) Insurance intermediaries are insurance agents, insurance agencies and insurance brokerage companies. Insurance intermediaries are not insurers.

(3) For the provision of insurance services an insurer may not utilise services of such persons who have not obtained the necessary permit in accordance with the procedures prescribed by this Law.

(4) The Commercial Law is binding to insurance intermediaries who are merchants insofar as is not specified otherwise in this Law.

(5) Commercial agent relations shall not be established between an insurance brokerage company, a policy holder and an insurer.

[27 March 2003]

Section 78. 
(1) Insurance agents are natural persons who represent the interests of the insurer and their activity shall be determined by the contract entered into with the insurer in accordance with which they are authorised to act in the interests of the insurer. Professional activity of the agents shall be related to the entering into insurance contracts, familiarisation of the policyholders with the rights and obligations specified in the contract.

(2) An insurance agent is entitled to represent only one insurer or a group of insurers.

(3) Insurance agencies are legal persons, which represent the interests of the insurer, and their activity shall be determined by the contract entered into with the insurer.  An agency is entitled to represent only one insurer or a group of insurers.

(4) The insurer shall be liable for insurance contracts entered into by the insurance agents or insurance agencies.

(5) An insurance agency shall perform only insurance intermediary activities and other types of commercial activity that are directly associated with insurance intermediary activities.

[27 March 2003] 

Section 79. 
(1) An insurance agent may be a natural person with the capacity to act, who:


1) has reached the age of 18 years;


2) has acquired at least secondary education;


3) has not been sentenced for the intentional committing of a criminal offence or has been rehabilitated or for whom the criminal record has been extinguished or expunged, or who has not been held criminally liable; and


4) has acquired the necessary information for performance of duties.

(2) An insurer and an insurance agency shall establish a register of insurance agents. The information included in the register (the given name, surname, and personal identity number of the insurance agent and the name of the insurer or its insurance agency, which is represented by the agent) shall be freely accessible. If the insurer or the insurance agency has established a home page on the Internet, the information referred to shall be placed on it.  

(3) The Finance and Capital Market Commission shall control the compliance with the requirements referred to in this Section.

[1 June 2000; 27 March 2003]

Section 80. 
(1) An insurance brokerage company is a commercial company that is recorded in the commercial register in accordance with the procedures determined by law and provides services of insurance intermediary to policyholders, insurers, re-insurers and other insurance broker companies in accordance with the contracts entered into.

(1.1) An insurance brokerage company shall perform only insurance intermediary activities and other types of commercial activity that are directly associated with insurance intermediary activities.

(1.2) The manager of an insurance brokerage company may be a person:


1) who is competent in financial management issues;


2) who has a higher education and not less than three years experience in finance and capital markets;


3) who has an unimpeachable reputation in commercial activities;


4) for whom the right to perform commercial activities is not abrogated and has not been abrogated; and


5) who has not been sentenced for the intentional committing of a criminal offence or has been rehabilitated or for whom the criminal record has been extinguished or expunged, or who has not been held criminally liable. 

(1.3) An insurance brokerage company has a duty either itself or on the basis of a proposal from the Finance and Capital Market Commission to remove from office without delay the manager of the insurance brokerage company if it is determined that he or she does not conform to the office, that his or her actions have been harmful to the financial stability of the insurance brokerage company or have created a situation which may threaten the financial stability of the insurance brokerage company or the interests of policy holders, as well as if the manager does not conform to the requirements specified in this Law. 

(2) Brokers working in an insurance brokerage company are permitted to provide services of insurance intermediary only on behalf of the brokerage company.

(3) An insurance broker is an independent insurance intermediary, and his or her professional activity shall be related to the representation of interests of persons who are intending to enter into an insurance or reinsurance contract. An insurance broker is entitled to perform preparations for entering into insurance and reinsurance contracts, as well as to service the insurance or reinsurance contracts in the entering of which the broker has participated.

(4) An insurance broker is not entitled to enter into an insurance contract without an authorisation.

(5) An insurance brokerage company has a duty to provide the services of several insurers in each class of insurance in which the company provides the services of an insurance intermediary. An insurance broker shall provide information regarding the relation of the represented insurance brokerage company to the insurer.

(6) An insurance brokerage company, upon the request of those persons who are intending to enter into an insurance or reinsurance contract, shall without delay provide information of the amount of commission.

[27 March 2003]

Section 80.1
(1) An insurance brokerage company in providing insurance intermediary services has a duty to act as an honest and careful manager and ensure that the services are provided with appropriate professionalism and care for the interests of the client.

(2) In contracts entered into with clients for the provision of insurance intermediary services, the insurance brokerage company may not include provisions that are in contradiction with that specified in Paragraph one of this Section, or include consequences in a concealed manner, which in any way could be directed against the client.

[27 March 2003] 

Section 81. 
An insurer is entitled to pay a commission only to such insurance brokerage companies as have been registered in accordance with procedures prescribed by law and have obtained a licence of the Finance and Capital Market Commission. Such restriction shall not apply to reinsurance and cases where the insurer performs insurance in foreign states utilising the services of an insurance brokerage company.

[1 June 2000; 27 March 2003]

Section 82. 
(1) Natural persons who have obtained a certificate issued by the Finance and Capital Market Commission in accordance with procedures specified by the Finance and Capital Market Commission may engage in insurance intermediary activity in an insurance brokerage company.

(2) Before commencement of activity an insurance brokerage company, in accordance with procedures specified by the Finance and Capital Market Commission, shall obtain a licence issued by the Finance and Capital Market Commission. 

(3) The Finance and Capital Market Commission is entitled to cancel the licence issued for the activity of an insurance brokerage company in cases where the insurance brokerage company:

1) has not commenced to provide services of insurance intermediaries within a time period of one year from the day of receipt of the licence;

2) has suspended the provision of  services of insurance intermediaries for a time period longer than one year; and

3) violates this Law, regulations of the Finance and Capital Market Commission issued in accordance therewith and other regulatory enactments regulating commercial activity.

If an insurance brokerage company withdraws from the licence, the licence shall be cancelled.

[1 June 2000; 27 March 2003]
Section 83. 

The equity capital of incorporation of an insurance brokerage company shall not be less than 30 000 lats.

Section 84. 

(1) An insurance brokerage company shall insure its civil liability for cases if the company through its actions inflicts losses to policyholders, insurers or other interested persons. 

(2) Procedures for insurance of the civil liability of an insurance brokerage company shall be specified by the Finance and Capital Market Commission.

[1 June 2000; 27 March 2003]

Section 85. 
(1) Accounting of an insurance brokerage company shall be maintained in accordance with the Law On Accounting and other regulatory enactments.

(2) An insurance brokerage company shall ensure the separate holding of funds acquired from activities as an insurance intermediary from the monetary funds of the insurance brokerage company in a separate money account, which is opened in a credit institution, informing the credit institution in writing that the existing monetary funds in the account are monetary funds acquired from activities as an insurance intermediary, as well as ensure the accounting of such funds in separate balance of insurers and policy holders. 

(3) The monetary funds in the account referred to Paragraph two of this Section, in the case of the insolvency of the insurance brokerage company shall not be included in such property of the insurance brokerage company from which the expenditures for the insolvency proceedings or liquidation are covered and the claims of creditors are satisfied, and they, after the commencement of the insolvency proceedings, shall paid out without delay to insurers, re-insurers and other creditors in accordance with insurance and reinsurance contracts.

(4) The monetary funds in the account referred to Paragraph two of this Section may be invested in specified short-term assets, which can be converted to cash within a period of 30 days, and without delay transferring the monetary funds to the account referred to. The permitted short-term assets are term deposits in credit institutions, deposits and certificates emitted by credit institutions, State securities and other securities traded in the stock exchange.

[15 April 1999; 1 June 2000; 27 March 2003]

Section 86. 
An insurance brokerage company shall prepare annual accounts in compliance with the Law on the Annual Accounts of Undertakings and other regulatory enactments. 

Section 87. 

The Finance and Capital Market Commission shall request quarterly accounts from the insurance brokerage company regarding the financial activity thereof which is related to the provision of services of an insurance intermediary specifying the form, content and a time period for submission of such accounts. 

[1 June 2000; 27 March 2003]

Section 88. 
Insurance brokerage companies shall submit annual accounts to the Finance and Capital Market Commission not later than on 30 April of the year following the accounting year. Insurance brokerage companies shall submit a report on the financial activity related to the provision of services of an insurance intermediary together with the annual accounts. The form and content of the account shall be specified by the Finance and Capital Market Commission.
[15 April 1999; 1 June 2000; 27 March 2003]

Section 89. 
Insurance intermediaries have the right to provide insurance intermediary services only to insurers. Such restriction shall not apply to reinsurance and cases where the insured risk is located in a foreign state and the policy holder is a non-resident.

[27 March 2003]

Section 89.1
(1) An insurance intermediary shall enter into insurance contracts on the basis of an authorisation.

(2) If an insurance intermediary enters into an insurance contract without an authorisation or exceeding an authorisation, he or she shall be liable for all losses and expenditures which have been caused due to such actions.

(3) The giver of an authorisation may at any time, without observing the notice of termination time periods specified for commercial agent contracts in the Commercial Law, revoke the authorisation of an insurance intermediary to enter into insurance contracts.

(4) An insurer shall pay an insurance agency or agent commission in such amounts and time periods in respect of which the insurer and the insurance intermediary referred to have agreed to in a contract, and only in respect of such insurance contracts as are entered into during the period of operation of the mutual contract; moreover, the relevant insurance contract shall be entered into as a result of the activity of the insurance intermediary and the preparation or entering into of such insurance contract has been provided for in the mutual contract.

(5) An insurance agency or agent may request that the insurer pay the indemnity only when that is provided for in the insurance intermediary contract.

(6) An insurance agency or agent does not have the right to retain insurance documents given for his or her disposal after the termination of the contract with the insurer.

(7) An insurance agency or agent may request the reimbursement of expenses associated with his or her activities only if this is provided for in the contract entered into with the insurer.

[27 March 2003]

Section 90. 
(1) The restrictions referred to in this Section shall not apply to:

1) legal persons with whom the insurer has entered into a contract regarding distribution of insurance policies utilising its structure and to whom the distribution of insurance policies is not the principal form of activity;

2) distribution of insurance policies utilising press, post and similar services; and

3) employees of the insurer except for insurance agents.

(2) The persons referred to in Paragraph one of this Section are not deemed to be insurance intermediaries and services provided by them shall not be deemed to be insurance intermediary services.

[1 June 2000; 27 March 2003]

Chapter XI

Protection of Interests of Insured

Section 91. 

(1) In order to protect interests of the insured in case of bankruptcy of the insurer, the Insured Protection Fund shall be established. 

(2) The Finance and Capital Market Commission shall ensure accumulation, administration of funds of the Insured Protection Fund and payment of insurance compensation, as well as perform the following functions:

1) organise inclusion of payments of insurers in the Insured Protection Fund;

2) calculate and recover amounts not paid in time and fines;

3) organise the payment of insurance compensation; and

4) enforce the right of creditors to claim against the insurer in the amount of the paid insurance compensations. 

(3) The Advisory Finance and Capital Market Council of the Finance and Capital Market Commission shall perform the supervision of accumulation of funds of the Insured Protection Fund and payment of insurance compensation.

[1 June 2000; 27 March 2003]

Section 92. 

Insurance compensation shall be paid from the Insured Protection Fund in the amount determined in this Law and in accordance with procedures specified by the Finance and Capital Market Commission after the court has approved the decision of the creditors’ meeting on initiation of bankruptcy procedures. 

[1 June 2000; 27 March 2003]

Section 93. 

(1) Funds of the Insured Protection Fund shall be utilised for payment of the administrator (if in accordance with Paragraph two of this Section) the administration of the Insured Protection Fund has been given to another administrator) to cover the expenditures associated with the organisation of the payments of the Insured Protection Fund, as well as insurance compensation in the following amount if the policyholder is a natural person: 

1) in the amount of 100 per cent of the insurance compensation, but not more than 2000 lats for one policyholder – in life assurance; and

2) in the amount of 50 per cent of the insurance compensation, but not more than 2000 lats for one policyholder – in classes of insurance referred to in Section 12, Clauses 1 – 3, 8 – 10, 13 and 18 of this Law.

(2) In accordance with a decision of the Finance and Capital Market Commission the administration of the Insured Protection Fund may be given to another administrator by entering into a relevant contract.

(3) Income (fruits) which is acquired in administrating an Insured Protection Fund shall be included in such fund.

(4) It is prohibited to utilise the funds of the Insured Protection Fund for purposes not provided for in this Law. It is prohibited to utilise other funds of the Finance and Capital Market Commission, which are not funds of the Insured Protection Fund for the payment of compensation.

(5) Payments into the Insured Protection Fund and payments out of this fund shall be made only in lats.

(6) Payments from the Insured Protection Fund in foreign currencies shall be calculated in lats according the foreign currency exchange rate specified by the Bank of Latvia on the day when in accordance with the procedures specified by law a decision is taken regarding the commencement of bankruptcy proceedings.

[1 June 2000; 27 March 2003]

Section 94. 
Insurance compensations shall not be paid from the Insured Protection Fund:

1) if the insurer is a mutual co-operative insurance association; and

2) for compulsory insurance.

Section 95. 
(1) The Insured Protection Fund shall be formed of deductions of the members of the fund in the amount of one per cent of the total amount of gross insurance premiums thereof which have been received from natural persons for the classes of insurance referred to in Section 12, Clauses 1, 2 3, 8, 9, 10, 13, 18 and 19 of this Law.

(2) The provisions of Paragraph one of this Section are binding on insurer branches in foreign states if the regulatory enactments of such states do not provide for the mandatory membership of insurance branches in the insured protection system in the relevant state.

(3) The provisions of Paragraph one of this Section are binding on insurer branches in foreign states if the regulatory enactments of such states provide for the mandatory membership of insurance branches in the insured protection system in the relevant state and determine a guaranteed insurance compensation pay out as the difference between the guaranteed insurance compensation pay out in effect in the relevant state and the Republic of Latvia.

(4) The provisions of Paragraph one of this Section are binding on insurer branches in foreign states if the regulatory enactments of such states provide for insured protection of its branches in foreign states (also in the republic of Latvia) and include all the cases provided for in this Law; moreover, the guaranteed insurance compensation pay out is not less than that specified in this Law. 

(5) Payments into the Insured Protection Fund shall be included in expenditures of the members of the fund and they shall be made once every quarter up to the 30th date of the first month of the next quarter into the Finance and Capital Market Commission account at the Bank of Latvia. The members of the fund up to the 30th date of the first month of each quarter shall submit to the Finance and Capital Market Commission a report regarding the previous quarter of the gross insurance premiums received from natural persons and payments into the Insured Protection Fund. Sample forms of the report shall be determined by the Finance and Capital Market Commission.

(6) The payments by members of the fund into the Insured Protection Fund shall not be deemed to be obligations of the Finance and Capital Market Commission to the members of the fund and are not repayable if the activities of the member of the fund are terminated.

[15 April 1999; 1 June 2000; 27 March 2003]
Section 96. 

(1) Part of the fund formed of the contributions of life assurance companies and part of the fund formed of the contributions of other insurance companies shall be accumulated and utilised separately.

(2) Individual funds may be established in classes of compulsory insurance if prescribed by laws or other regulatory enactments. 

Section 97. 
(1) Members of the fund have a duty to calculate and pay fines for payments, which are not paid into the Insured Protection Fund within the specified time period. Such fines are to be paid into the account at the Bank of Latvia.

(2) The fine for payments, which are not paid into the Insured Protection Fund within the specified time period is 0.05 per cent of the amount of payment not paid within the specified time period for each late day. Fines shall be calculated for the period during which the member of the fund has not made the calculated each quarterly payment.

(3) If a member of the fund for more than two months has not voluntarily and in the full amount made payments into the Insured Protection Fund, the Finance and Capital Market Commission shall warn the member of the fund that the operation of his or her licence may be cancelled.

(4) If the member of the fund within a period of one month after the Finance and Capital Market Commission has expressed a warning that the operation of his or her licence may be cancelled has not voluntarily and in the full amount made payments into the Insured Protection Fund, the Finance and Capital Market Commission shall cancel the licence issued to the member of the fund. 

[1 June 2000; 27 March 2003]

Section 98. 
(1) Insurance compensation may be paid from the Insured Protection Fund only if the person submits an application on the receipt of insurance compensation to the administrator within a time period of three months after the insurer has been declared insolvent.

(2) Insurance compensation shall be paid from the Insured Protection Fund on the basis of the list prepared by the administrator and in compliance with requirements specified in section 75 of this Law.

[1 June 2000]

Chapter XII

Insurance Supervision

[1 June 2000]

Section 99. 
(1) State supervision of insurance activities shall be performed by the Finance and Capital Market Commission.

(2) The Finance and Capital Market Commission shall supervise insurance company branches established in Member States, as well as the insurance services that these insurance companies provide in Member States taking into account the freedom of provision of services principle. In performing supervision the Finance and Capital Market Commission shall co-operate and consult with the Member State insurance supervision institutions.

(3) The Finance and Capital Market Commission is entitled to request information from Member State insurer branches, as well as to request that those activities which do not conform to the requirements specified in regulatory enactments be rectified. In respect of decisions, the Finance and Capital Market Commission shall notify the management of the Member State insurer and the country of domicile (registration) insurance supervision institution. The Finance and Capital Market Commission shall co-operate and consult with the Member State insurance supervision institutions in order to ensure the supervision of Member State insurer activities in the Republic of Latvia.

(4) The Finance and Capital Market Commission is entitled to request information from Member State insurer which, taking into account the freedom of provision of services principle, provides insurance services in the Republic of Latvia, and to request that those activities which do not conform to the requirements specified in regulatory enactments be rectified. In respect of decisions, the Finance and Capital Market Commission shall notify the management of the Member State insurer and the country of domicile (registration) insurance supervision institution. The Finance and Capital Market Commission shall co-operate and consult with the Member State insurance supervision institutions in order to ensure the supervision of Member State insurer activities in the Republic of Latvia.

[1 June 2000; 27 March 2003]

Section 100.  [1 June 2000]

Section 101. [1 June 2000]

Section 102.  [1 June 2000]

Section 1021. [1 June 2000]

Section 103. 

(1) In order to accomplish the tasks provided for the Finance and Capital Market Commission in this Law, other laws or Cabinet regulations, it is entitled to issue orders and instructions binding on insurers.

(2) Orders and instructions binding on insurers shall be published in the newspaper Latvijas Vēstnesis. 

[1 June 2000; 27 March 2003]

Section 104. 
(1) The Finance and Capital Market Commission has the right to request from insurers and insurance intermediaries information and documents on activity thereof.

(2) Insurers and insurance intermediaries shall submit the requested information within time periods specified by the Finance and Capital Market Commission and they may not refuse the submission making a pretext of commercial secret.

(3) The insurer has a duty to prepare public quarterly reports in order to inform the public regarding the activities of the insurer and financial indicators. The minimal information to be included in the public reports shall be determined by the Finance and Capital Market Commission.

(4) The insurer shall ensure that the public report shall be freely accessible in such place as the management of the insurer is located and in all branches of the insurance company without charge or for a payment that does not exceed the justified costs of duplicating it; moreover, the public report shall be placed also on the Internet home page of the insurer. The public report must be freely accessible not later than within a period of two months after the end of the relevant reporting period.

[1 June 2000; 27 March 2003]

Section 104.1

The Finance and Capital Market Commission has the right to not allow an insurer to found close links with a third person or to request that the insurer terminate close links with a third person, or to prohibit transactions with them if such links may threaten or are threatening the financial stability of the insurer, the interests of the insured or hinder the Finance and Capital Market Commission in performing supervisory functions.

[27 March 2003]

Section 105. 

A representative of the Finance and Capital Market Commission is entitled to examine the activity and documents of an insurance company and participate without voting rights in meetings of the administrative bodies of the insurer.

[1 June 2000; 27 March 2003]

Section 106. 
The Finance and Capital Market Commission has the right to propose to convene a meeting of the board of directors, council of the insurance stock company or the general meeting of stockholders (members) (general meeting of members of a mutual co-operative insurance association) and determine the issues to be examined.

[1 June 2000; 27 March 2003]

Section 107.  [1 June 2000]

Section 107.1
(1) The Finance and Capital Market Commission in conformity with its competence shall co-operate with the finance and capital market supervisory institutions of foreign states, law enforcement institutions and those institutions of foreign states that are responsible for the liquidation, bankruptcy and audit of financial institutions, and shall exchange information that is necessary for supervision and the implementation of the functions of such institutions. The information referred to shall be deemed to be non-disclosable. 

(2) If the Finance and Capital Market Commission has received information from the institutions referred to in Paragraph one of this Section, the Finance and Capital Market Commission may disclose such information only with the permission of such institution and in cases prescribed by law.

(3) The Finance and Capital Market Commission is entitled to utilise the information acquired only for the fulfilment of functions specified by law.

[27 March 2003]

Section 108. 
The Finance and Capital Market Commission has a duty to examine the activity of an insurer not less frequently than once every three years. The Finance and Capital Market Commission has the right to authorise a sworn auditor or another person for performance of this task. 

[1 June 2000; 27 March 2003]

Section 109. 

(1) If requirements of Sections 7, 24, 41, 41.1, 42, 42.1, 43, 46, 47, 48, 49, 50, 56, 57, 63, 77, 80 and 104 of this Law and the requirements of the Law On Prevention of the Laundering of the Proceeds from Crime are not complied with, the Finance and Capital Market Commission is entitled to impose a fine up to 10 000 lats on an insurer or an insurance brokerage company. 

(2) The Finance and Capital Market Commission shall include the fines received for violations referred to in Paragraph one of this Section in the State budget.

[1 June 2000; 27 March 2003]

Section 110.  [1 June 2000]

Section 110.1

The fine imposed by the Finance and Capital Market Commission shall be paid by the person not later than within a period of one month from the day when the Finance and Capital Market Commission decision regarding the imposition of a fine has come into effect.

[27 March 2003]

Section 111.  [1 June 2000]

Section 112.  [1 June 2000]

Transitional Provisions

1. With the coming into force of this Law the following are repealed:

1) the Law On Insurance (Latvijas Republikas Augstākās Padomes un Valdības Ziņotājs, 1993, No. 3/4; Latvijas Republikas Saeimas un Ministru Kabineta Ziņotājs, 1994, No. 4; 1995, No. 20; 1996, No. 20; 1998, No. 2);

2) the Law On State Insurance Supervision Inspection (Latvijas Republikas Saeimas un Ministru Kabineta Ziņotājs, 1995, No. 20; 1996, No. 20; 1997, No. 15);

3) the 12 January 1993 Republic of Latvia Supreme Council decision On Procedure for the Coming into Force of the Law of the Republic of Latvia On Insurance (Latvijas Republikas Augstākās Padomes un Valdības Ziņotājs, 1993, No. 3);

2. The Cabinet shall issue the relevant regulations by 31 December 1998 in accordance with Sections 79, 82, 84 and 95 of this Law.

[15 April 1999]

3. Funds of the Insured Protection Fund shall be stored in the special account of the Insurance Supervision Inspection until 1 July 2001. Procedures for storage of such funds shall be determined by the Cabinet.

[1 June 2000] 

4. Until 1 July 2001 funds in the Insured Protection Fund and interest for investment shall be accumulated without making any payments.

[1 June 2000] 

5. Insurance compensations from the Insured Protection Fund shall be paid in accordance with requirements of this Law only if after 1 July 2001 all the licences of the insurer have been cancelled and the court has declared it insolvent. 

[1 June 2000] 
6. Insurance brokerage companies shall restructure their activity in conformity with requirements of this Law by 1 July 1999.

7. Mutual co-operative insurance associations shall restructure their activity in conformity with requirements of section 32, Paragraph two of this Law by 1 January 2002.

8. Provisions provided for in Section 109 of the Law shall be applied until the day of coming into force of the Law On Administrative Sanctions.

9. Amendments in Section 44 (on specification of sates in which it is permitted to make investments from technical disclosed reserve), Section 60 (on development and approval of reinsurance programme) and Section 44.1 of this Law come into force on 1 October 2000.

[1 June 2000] 
10. Amendments in the title of Chapter XII and in Section 99, as well as the amendment in relation to substitution of the words “Insurance Supervision Inspection” (in the relevant case) with the words “Finance and Capital Market Commission” (in the relevant case) throughout the Law shall come into force on 1 July 2001.

[1 June 2000; 27 March 2003] 
11. Sections 100, 101, 102, 102.1, 107, 110, 111 and 112 of the Law shall be in force until 30 June 2001.

[1 June 2000] 
12. The amendment in Section 54, Paragraph two of this Law (on preparing reports and sending of copies thereof to the Insurance Supervision Inspection), Paragraph three and four of Section 54, as well as the amendment in Section 55 (on deletion of Paragraph two) shall come into force concurrently with the relevant norms in the Law regulating activity of sworn auditors.

[1 June 2000] 
13. Amendments in Sections 44, 44.1, 49, 60, 79, 82, 84, 85 and 95 of this Law in relation to substitution of the word “Cabinet” (in the relevant case) with the words “Finance and Capital Market Commission” (in the relevant case) shall come into force on 1 July 2001.

[1 June 2000; 27 March 2003] 
14. The amendment in Sections 91 and 97, and Section 92 of this Law in relation to substitution of words “in by-laws of the administration of the Insured Protection Fund” with words “by the Finance and Capital Market Commission” shall come into force on 1 July 2001.

[1 June 2000; 27 March 2003] 

15. The amendment in Section 75, Paragraph one, Clause 2 of this Law comes into force on 1 January 2003.

[16 May 2002]

16. The procedures for the coming into force of Section 7, Paragraph one, Clause 2 and Paragraph three; Sections 11, 11.2, 11.3, 11.4 and 11.5 and Section 99, Paragraphs two, three and four of this Law shall be determined by a special law. Until the day of the coming into force of such special law, the legal relations with Member States shall be regulated by the norms of law which apply to non-Member State insurers.

[27 March 2003]

17. Insurance companies the minimal amount of guarantee fund of which does not conform to the requirements of Section 32, Paragraph one of this Law shall increase them by 1 July 2004.

[27 March 2003]

18. An insurer shall convert its activities to comply with the requirements of Sections 60 and 60.1 of this Law by 1 January 2004.

[27 March 2003]

19. An insurer shall convert its activities to comply with the requirements of Section 47 and Section 50,Paragraphs three and four of this Law by 1 April 2004.

[27 March 2003]

20. An insurance agency shall convert its activities to comply with the requirements of Section 78, Paragraph five of this Law and an insurance brokerage company shall convert its activities to comply with the requirements of Section 80, Paragraphs 1.1, 1.2 and 1.3 of this Law by 1 November 2003.

[27 March 2003]

Informative Reference to European Union Directives


The legal norms which are arise from directives 73/239/EEC, 79/267/EEC, 88/357/EEC, 92/49/EEC, 92/96/EEC, 92/26/EC, 2002/12/EC and 2002/13/EC are included in this Law.

This Law comes into force on 1 September 1998.

This Law has been adopted by the Saeima on 10 June 1998.

President






G. Ulmanis

Rīga, 30 June 1998

1 The Parliament of the Republic of Latvia
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